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Abstract: 
 
This research aims to examine the role of regiocentric product advantage to improve SMEs 
marketing performance.    
 
The concept of regiocentric product advantage is proposed in this study as a variable that 
plays an important role in improving marketing performance. The research is also conducted 
because of the business phenomenon that is the decrease in the number of entrepreneurs and 
the number of workers in salted egg industry Brebes District, Central Java Province, 
Indonesia.  
 
The study has developed four hypotheses using data collected from 118 respondents of salted 
egg SMEs companies.    
 
The statistical analysis processed with AMOS 22 concludes that the research hypotheses are 
accepted. That is the product development capability with regiocentric product advantage, 
the regiocentric product image capability with regiocentric product advantage, the customer 
sensing quality with regiocentric product advantage and the regiocentric product advantage 
with marketing performance are correlated. 
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1. Introduction 
Product development program in a company is a program that requires a high cost, 
but usually the success rate in entering the market is small, so the chances of success 
are also small. This raises the question of what should be done to enhance the 
success rate of new product development (Ferdinand and Batu, 2013). The 
perspective on company capability began with Edith Penrose in 1959 in his book 
„The Theory of the Growth of the Firm” (Foss, 1999). Capability is defined as a 
reflection of a company's ability to organize, manage and coordinate activities (Dosi 
and Teece, 1998). Vesalainen and Hakala (2014) use the term corporate capabilities 
as a concept for organizational attributes. Company capability is a product 
(functional) capability coordinated by business processes and integrates other 
managerial activities. 
 
Capability is a process based on information, can be tangible or intangible that is 
typical in the company, as a result of long-term development through a complex 
interaction process of various resources (Amit and Schoemaker, 1993). Ferdinand, 
(2003) conveyed that capability consists of know-how, raw material perception, 
customer service perception, ability to manage change, ability to innovate, ability to 
learn, ability to work group and so on. Organizational capability is one of the 
potential sources of competitive advantage (Bharadwaj et al., 1993; Barney, 1996). 
In addition, companies with a high level of organizational capability can increase the 
pace of launching new products to market (Zander and Kogut, 1995). 
 
Capability-based theories show that companies are a combination of resources and 
capabilities, and they must continue to invest in a unique way to maintain and 
expand their marketing capabilities. Companies with high marketing capabilities will 
be pioneers in identifying customer needs and recognizing factors that affect their 
buying behavior will be able to put their products in the best position compared to 
their competitors. The ability of product development from the company has a 
positive effect on marketing performance (Azizi et al., 2009). 
 
There are five dimensions of product development capability namely product 
quality, product cost, product development time, product development cost and 
product development capability. While the definition of product development 
capability is the company's ability to perform a series of activities starting from the 
perception of market opportunities and ending with production, sales and delivery of 
products (Ulrich and Eppinger, 2004). This research is conducted because of the 
research gap in the literature, that is the different results regarding the influence of 
product development capability on marketing performance (Table 1). 
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Table 1. Differences in Product Development Capability Research Results on 
Marketing Performance 
Researchers Model Findings 
Dutta (1999) Dutta (1999) describes the model in his research that is 
the ability of a company that consists of marketing 
capability (ability to develop product) and R & D 
capability influence to marketing performance mediated 
by demand-side effect. Then R & D capability and 
operations capability have an effect on marketing 
performance mediated by supply side effect. 
High company product 
development capability 
proved to have 
maximum impact on 
marketing performance. 
Baker and 
Sinkula 
(2005) 
Baker and Sinkula (2005) describe the model in his 
research that enviropreneurial marketing is influenced by 
the environment as an opportunity, the environment as a 
commitment and the environment as the truth affect the 
market share change through the success of new 
products. Then market turbulence affects 
enviropreneurial marketing, new product success and 
market share change. 
Product development 
capability is directly 
influenced by 
enviropreneurial 
marketing and has a 
positive effect on 
marketing performance. 
Hoonsopon 
and 
Ruenrom 
(2012) 
Hoonsopon and Ruenrom (2012) describe the model in 
their research that is organizational culture (vision and 
top management support) have a positive impact on 
radical product innovation and incremental product 
innovation. The organizational structure (centralization 
and formalization) has a positive impact on radical 
product innovation and incremental product innovation. 
Radical product innovation and incremental product 
innovation have a positive impact on marketing 
performance. 
The company's ability to 
develop product 
innovation, both radical 
product innovation and 
incremental product 
innovation have a 
positive impact on 
marketing performance. 
Li and 
Huang 
(2012) 
Li and Huang (2012) describe the model in his research 
that is the marketing skills are positively related to high 
skills. Technical skills are positively associated with 
high skills. Marketing skills are positively related to 
performance. Technical ability is positively related to 
performance. High skills are positively related to the 
performance of new products. High skills mediate the 
relationship between marketing skills and performance. 
High skills mediate the relationship between technical 
proficiency and performance. 
The hand skills that 
reflect the interaction 
between exploitation and 
exploration play a role as 
mediating a positive 
relationship between 
product development 
capability and marketing 
performance. 
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Tooksoon 
and 
Mohamad 
(2010) 
Tooksoon and Mohamad (2010) describe the model in 
their research that is marketing ability consisting of 
product development capability and price capability have 
an effect on export performance, and export dependency 
mediate the influence of marketing ability consisting of 
product development capability and price capability to 
marketing performance. 
Pricing capabilities and 
promotional capabilities 
are significant and 
positively related to 
marketing performance, 
while product 
development capabilities 
and distribution 
capabilities are not 
positively related to 
marketing performance. 
Ramaswami 
et al.,  
(2009) 
Ramaswami (2009) describes the model in his research 
that is the intensity of research and development affect 
the company's financial performance through the 
performance of new product development, the 
development of customer control affects the financial 
performance of the company through the performance of 
new product development, integration cross-division 
affect the financial performance of the company through 
development performance new product. Customer asset 
orientation affects the company's financial performance 
through the performance of customer management, 
focusing on high value of the customer influence to 
company's financial performance through the 
performance of customer management, response to 
customer influence to company's financial performance 
through customer management performance. Sharing 
info and decisions affect the company's financial 
performance through the performance of supply chain 
management, supply chain leadership affects the 
company's financial performance through the 
performance of supply chain management. 
New product 
development capability 
is not significant to 
marketing performance. 
Liu et al., 
(2014) 
Liu et al., (2014) describes the model in his research that 
demographic variables moderate product development 
capability on performance. 
Product development 
capability with 
functional innovation 
dimension and marketing 
innovation is not 
significant to marketing 
performance. 
Source: Developed for this study (2018). 
 
The research is also conducted because of the business phenomenon that is the 
decrease of the number of entrepreneurs and the number of workers in salted egg 
industry Brebes Regency, Central Java Province, Indonesia. Amrillah (2013) in his 
research said that the development of the number of salted egg craftsmen and the 
amount of labor in the salted egg industry in the 1970s until the 2000s fluctuated, as 
shown in Table 2 below. 
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Table 2. Number of Labor of Salted Egg Industry in Brebes Sub-district and 
Kelurahan Limbangan Wetan Based on Number of Industry 1970s- 2000s 
No. Year Number of Craftsmen (business 
unit) 
Total Labor (person) 
1. 1970s 20 60 
2. 1980s 54 200 
3. 1990s 65 260 
4. 2000s 45 178 
Source: Amrillah (2013). 
 
Table 2 presents the development of salted egg manufacturers and the number of 
workers in the salted egg industry in Brebes and Limbangan Wetan urban areas. The 
total labor force has decreased from 260 in the 1990s to 178 in the 2000s. Likewise, 
the number of salted egg businessmen decreased during the same period from 65 to 
45 entrepreneurs. With this development, as described above, the research question 
of this study is how to develop a model using product development capability to 
improve marketing performance.  
 
To improve marketing performance the proposed variable of mediation is the 
regiocentric product advantage. Regiocentric product advantage is the superiority of 
the company's products by placing the product in the mind of the region-oriented 
prospect using the uniqueness of the region, the uniqueness of the product and the 
irreplaceable product as the regional icon. The benefits of regiocentric products are 
expected to improve marketing performance. 
 
2. Literature Review and Hypothesis Development 
 
2.1 The Theory of Resource Based View 
 
The theory of resource based view (RBV) was first introduced by Wernerfelt in 
1984. The concept of RBV assumes that the ability of firms to compete is highly 
dependent on the uniqueness of existing resources within the organization 
(Wernefelt, 1984). The RBV theory considers that the firm is a collection of 
resources and assumes that each company has unique resource capabilities and 
company growth is subject to efficient use of resources and capacity deployment 
(Wernefelt, 1984). In addition, RBV's theory also sees that the competitiveness of an 
organization is a function of the uniqueness and value of resources and capabilities 
possessed by the organization. This theory also assumes that capability is the main 
source to achieve sustainable competitive advantage. As a concept that has been 
widely discussed in RBV theory, competitive advantage has been conceptualized 
            Exploiting Regio-centric Product Advantage to Increase Small and Medium 
Enterprises’ (SMEs) Marketing Performance 
8 
 
and embedded in enterprise cost leadership and differentiation in the markets 
(Bharadwaj et al., 1993). 
 
RBV theory focuses more on the internal side of the company that is about resources 
owned company. Company capability is an important resource for the company 
(Grant, 1991). Resources are a major source of competitive advantage and will 
increase the difficulty of imitating competitors. Proponents of the RBV theory use 
the company's internal resources, competencies and abilities as important 
determinants of strategy. This paradigm argues that differences in company 
performance can be traced back to the heterogeneous assets and capabilities 
possessed by the company. The RBV theory states that the company's resources and 
capabilities determine competitive advantage and companies that enjoy superior 
capabilities compared to their competitors have a significant advantage. Resources 
are the productive assets owned by the company, while the ability of the company to 
efficiently exploit resources, to produce products and to develop services is used to 
achieve its goals (Peteraf, 1993; Russo and Fouts, 1997; Raphael and Schoemaker, 
1993). Resources are categorized into real, intangible and human resources. Real 
resources are capital resources, equipment, factories and others, while the intangible 
resources are the company's reputation, brand image and the perceived quality of its 
products. Intellectual capital or human resources are the skills and knowledge of 
employees, and knowledge-oriented assets (Grant, 1991). 
 
2.2 The Concept of Orientation of Company Marketing Area 
 
The concept of a company's marketing region comes from Perlmutter in his book 
„The Tortuous Evolution of the Multinational Corporation” published in 1969 
(Mayrhofer and Brewster, 1996). He proposed three stages of the evolution of 
marketing orientation of multinational corporations, i.e., ethnocentric orientation 
(oriented to ethnicity), polycentric orientation (state oriented) and geocentric 
orientation (global oriented). Perlmutter (1969) approach is based on geocentrism 
(global mindset) spawned a stream of research that focused on the dimensions of the 
global cultural environment. Perlmutter's approach is culturally perspective, focusing 
on aspects of cultural diversity and cultural distances associated with worldwide 
marketing operations. This underscores the challenge of managing across cultures 
and national boundaries (Levy et al., 2007). 
 
Ten years later, in 1979, Heenan and Perlmutter (1979) added the fourth area of 
marketing orientation the regiocentric marketing orientation. The regiocentric 
marketing orientation is a corporate strategy based on regional considerations, 
requiring collaboration across national boundaries, but only within a limited 
geographical sphere. Based on the description, the conceptual approach to the 
evolution of relevant corporate marketing orientations is used to underlie this 
research, mainly able to explain the regiocentric marketing orientation which is a 
corporate strategy based on regional considerations, requiring collaboration across 
national boundaries, but only within the geographical sphere limited. 
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2.3 The Marketing Mix Concept 
 
The concept of the marketing mix was first coined by (McCarthy, 1975). Silverman 
(1995) in his research on the history of the creation of marketing mix concepts that 
McCarthy was the first to trigger a marketing mix consisting of 4Ps, namely product, 
place, price and promotion. Products are everything that is offered to the market to 
get attention, bought, used that satisfy the wants or needs of consumers (Kotler and 
Armstrong, 2012). Core products create an impact on product success in the markets 
such as return on investment, employment, market sustainability, product 
positioning, product pricing and brand equity (Salunke and Srivastava, 2013). 
 
Marketing mix is a set of marketing tools that companies use to continuously 
achieve their marketing objectives in the target market. Product attributes are part of 
the marketing mix and define the marketing mix as a set of controllable variables 
and the level of variables used by firms to influence the target market (Kotler, 2002). 
The marketing mix has an important role for both the seller and the customer. From 
the point of view of the seller, this marketing tool serves to apply important values 
that need to be highlighted in offering products to customers to persuade them to buy 
the product. From a buyer's point of view this marketing tool is designed to provide 
benefits for the consumer. 
 
2.4 The Sustainable Competitive Advantage 
 
Competitive advantage is the heart of marketing performance to face competition. 
Competitive advantage is defined as a lucrative strategy of the companies that 
collaborate to create more effective competitive advantage in their markets. This 
strategy should be designed to realize continuous competitive advantage so that the 
company can dominate the market. Competitive advantage basically grows from the 
values or benefits created by the company for its buyers. Customers generally prefer 
to buy products that have more value than desired or expected (Porter, 1990). 
 
Competitive advantage is the result of implementing strategies that utilize various 
resources owned by the company. Unique expertise and assets are seen as the source 
of competitive advantage. This unique skill is the company's ability to make its 
employees an important part of achieving competitive advantage. The company's 
ability to develop the skills of its employees well will make the company superior 
and the implementation of human resource-based strategies will be difficult to 
imitate by its competitors. Moderate assets or unique resources are the real resources 
the company needs to run its competitive strategy. Both of these resources should be 
directed to support the creation of low cost enterprise performance and 
differentiation with other companies (Bharadwaj and Fahy, 1993). In addition, 
companies can enjoy competitive advantage through the company's superior 
knowledge, competence or ability to conduct and manage business processes, 
produce lower-cost product quality and deliver the right products and / or services to 
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customers at the right place at the price and time through the right channel (Ma, 
2004). 
 
2.5 Marketing Performance 
 
Organizational performance can be seen from the marketing performance, financial 
performance and human resource performance. The company's strategy is always 
directed to generate marketing performance (sales volume), market share and sales 
growth and financial performance (Ferdinand, 2000). Marketing performance is 
defined as measuring business performance levels including sales turnover, number 
of buyers, profits and sales growth (Voss and Voss, 2000). Gama (2011) in his 
research adds five dimensions of new marketing performance: marketing culture, 
marketing ability, marketing process, market performance and financial 
performance. While an important element in the measurement of marketing 
performance refers to the tools used in the process of marketing performance. The 
most popular tools are as follows: marketing performance indicators, marketing 
dashboard and marketing performance management system (Mone et al., 2013). 
 
3. Mapping State of the Art Concept of Regiocentric Product Advantage 
 
Based on the approach of RBV theory, the concept of marketing mix and the concept 
of orientation of company marketing area can be arranged as the basic theory in this 
research as shown in Figure 1. 
 
3.1 Regiocentric Product Advantage 
 
The competitive advantage of the product is superiority and / or higher distinction 
compared to competitors' offer (Henard and Szymanski, 2001). The elements of 
product advantage, such as the uniqueness, value and benefits the company offers 
must be viewed from a customer perspective, based on the understanding of the 
needs and desires of customers, as well as from their subjective factors (likes and 
dislikes). Product advantages may be positively associated with product market 
performance, which refers to competitive and financial outcomes in the market, as 
indicated in profit, return on investment and market share. The buyer usually forms a 
pleasant perception of a product with superior features (Carpenter and Nakamoto, 
1989) and they choose the product in terms of purchase preferences and actual 
behavior when the benefits of this product go beyond price (Alpert and Kamins, 
1995). 
 
Product attributes such as product quality, reliability, novelty and uniqueness can 
provide a more tangible picture of a company's ability to meet customer needs and 
and alternatives and direct evidence of its superiority. Song and Parry (1997) 
comparing new product development projects reported that a project would be more  
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Figure 1. Mapping State of The Art Concept of Regiocentric Product Advantage 
 
                 
 
        
 
 
 
 
 
Source: Developed for this study (2018). 
 
likely to succeed if the product had a strong competitive advantage. Products that 
have a high competitive advantage will have higher success rates, gain greater 
market share, have higher profits and achievable sales and profit achievement targets 
(Cooper 1994). The most important factor that leads to a successful product is the 
superiority of the product. Superior products will determine the win or defeat of 
products that fight in the market (Cooper, 1994). 
 
Regiocentric product advantage is a series of great value proposals from the 
company to the mind of the region-oriented prospect by using the uniqueness of the 
region, the uniqueness of the product and the irreplaceable product as a regional 
icon. Regiocentric product advantage are expected to improve marketing 
performance. Based on the study of theory and the results of this research, this 
proposition is based on RBV theory which focuses more on the internal side of the 
company that is about internal resources owned by the company. In order to have 
sustainable competitive advantage, resources must meet the four requirements that 
must be valuable, unique and rarely owned by either current or potential 
competitors, can not be imitated perfectly and are strategically irreplaceable. To gain 
competitive advantage, companies must focus on internal resource use, competency 
and capability. Unique capabilities and assets are seen as the source of competitive 
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advantage (Barney, 1991). This is a major source of competitive advantage and will 
increase the difficulty of imitating competitors. 
 
Based on the description, the conceptual approach to the evolution of relevant 
corporate marketing orientations is used to underlie this research, mainly able to 
explain the regiocentric marketing orientation which is a corporate strategy based on 
regional considerations, does not require collaboration across national boundaries, 
but only within the geographical / limited places. It can be formulated that 
regiocentric product advantage is the superiority of the company's products in 
placing the product to the mind of the region-oriented prospect by using the 
uniqueness of the region, the uniqueness of the product and the irreplaceable product 
as the regional icon. Regiocentric product advantage are expected to increase 
marketing performance as stated before. 
 
4. Hypothesis Development and Empirical Research Model 
 
To detail the proposition which has been proposed above, further study is conducted 
to formulate some hypothesis as follows:  
 
4.1. The Relationship of Regiocentric Product Image Capability to Product 
Regiocentric Avantage  
 
Kotler (2002) defines the image as a set of beliefs, ideas and impressions a person 
has on an object where the attitude and object of a person's actions against an object 
is conditioned by the image of the object. Image is one way to distinguish a product 
from other products. Imaging is an attempt to build a public impression (image) of 
yourself or your company in accordance with the general expectations. The image is 
obtained through a good understanding of the public against the object being 
imaged. Imaging is done by building a good understanding of the public through the 
provision of complete information about the object being imaged. The value or 
usefulness of the imagery can be subjective or objective depending on the 
philosophical point of view. Imagery can be negative if it is only carried out by the 
principle of a spin doctor or machiavellis, that is to twist information only so that the 
imaging object "looks" good. 
 
One of the factors influencing competitive advantage is corporate image (Smith and 
Barclay, 1999). The packaging design that is a product image is also an important 
factor contributing to the differentiation of competitors and potentially leading to 
competitive advantage (Rundh, 2009). Product packaging is considered an essential 
component of modern lifestyles and through the company's business packaging can 
be regulated. There are four dimensions of packaging consisting of product and 
consumer protection; promotion of products, storage facilities, use, and convenience 
of products. Facilitation of recycling and reduction of environmental degradation 
affect the perception of consumer product quality on purchasing (Abdalkrim and 
AL-Hrezat, 2013). Packaging is a tool to compete. There are several important 
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factors of packaging that affect the competitive advantage, namely packaging 
durability, ease of distribution, customer promotion through packaging structures, 
packaging for silent advertising, packaging diversity, healthy and clean packaging 
and packaged innovation (Chaudhary, 2014). Therefore, the proposed hypothesis is 
as follows : 
 
H1: The higher regiocentric product image capability, the higher regiocentric 
product advantage. 
 
4.2. Relationship of Product Development Capability to Regiocentric Product 
Advantage 
 
Kotler and Armstrong (2012) define product development as an original product 
development for companies and markets, product improvement / refining of old 
products, product modifications and new brands through enterprise-owned product 
development companies. Five dimensions of product development capabilities 
according to Ulrich and Eppinger (2004) is the ability to improve product quality, 
product cost efficiency capability, product development time efficiency and product 
development capability. While the definition of product development capability is 
the company's ability to perform a series of activities starting from the perception of 
market opportunities and ending with production, sales and delivery of products. 
 
The company's ability to develop and launch successful products in the Nigerian 
consumer market requires that potential producers to conduct competitive 
intelligence research in detail about the company's operating environment. It equally 
requires manufacturers to continuously monitor and analyze the external influences 
that affect choice, consumer needs and consumer expectations and also acquire and 
analyze relevant data on competitors' strategies, strengths and weaknesses. This will 
help product development based on the reality of time, thus promoting sustainable 
competitive advantage (Agboh, 2014). Each company has a unique set of sources 
and capabilities, and some types of capabilities will be closer to performance with 
superior competitor (Yu et al., 2014). Product development (both gradual product 
development and integral product development) has a significant effect on the 
company's competitive advantage (Soltani et al., 2014). The proposed hypothesis is 
as follows : 
 
H2: The higher product development capability, the higher the regiocentric product 
advantage. 
 
4.3. Relationship Customer Sensing Quality to Regiocentric Product Advantage 
 
The ability to sense the market provides new insight into the company's products and 
services offered, and great value to customers and their distribution channels (Slatter 
and Narver, 2000). One of the variables of market knowledge competence is 
customer knowledge management. Customer knowledge management consists of 
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three dimensions: gaining knowledge of customers, translating customer knowledge 
and incorporating customer knowledge (Li and Calantone, 1998). Tregear et al., 
(1998) study states that companies should be able to communicate with markets and 
ensure that the distinctive attributes of a company's products must be recognized by 
consumers. The ability of market sensing as one way to facilitate understanding of 
the creation of market orientation (Foley and Fahy, 2004). Firms with market-
sensing capabilities will be able to accurately predict the value of different resources, 
allowing them to avoid paying more than the required resources (Makadok, 2001). 
 
Sensing is a set of organizational mechanisms to continually acquire, communicate 
and act on trends and events in the corporate environment (Weick et al., 2005). 
When companies are equipped with market sensing capabilities, they typically 
involve competencies of strategic information exchange, strategic complexity and 
some perspective considerations (Neill et al., 2007). As for members of the new 
product development team, they can efficiently integrate multiple perspectives on 
market information that can lead them to be more effective at configuring and 
deploying resources, thereby gaining the influence of resources to serve superior 
customer value. 
 
The ability of the company's sensing is an important capability that is essential to 
changing the potential benefits (access to information and safe environments) and 
realizing the results of new product development (Zhang and Wu, 2013). Sensing 
ability is related to achieving competitive advantage by being mediated by 
environmental marketing strategies. The environmental marketing strategy 
comprises policies, practices and procedures in a marketing context that incorporate 
an environmentally-focused strategy, with the goal of creating revenue and profits to 
achieve organizational and individual objectives (Leonidou et al., 2013). The 
proposed hypothesis is as follows : 
 
H3: The higher the customer sensing quality, the higher the regiocentric product 
advantage. 
 
4.4. Relationship of Regiocentric Product Advantage to Marketing 
Performance 
 
There are three strategies that can be implemented by companies to gain competitive 
advantage, namely cost-benefit strategy, differentiation strategy and focus strategy. 
Competitive advantage is the core of enterprise performance in the competitive 
market. Competitive advantage basically grows from the value or benefits the 
company, can create for its buyers greater than the cost that companies must incur to 
create it. There are 5 dimensions of competitive advantage that is product specificity, 
competitive price, rarely found, difficult to imitate and difficult to replace 
(Bharadwaj et al., 1993). 
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Competitive advantage positively affects marketing performance as measured by 
sales volume, profit rate, market share and return on investment (Li, 2000). Unique 
advantages have a reasonable influence on the relationship between linkage 
ambiguity and organizational performance (King et al., 2001). Langerak et al. 
(2004) states that product excellence and proficiency in launch tactics are positively 
related to new product performance, and it is positively related to organizational 
performance. Likewise, Newbert (2008) found that competitive advantage was 
positively related to performance while (Kamboj et al., 2015) found that competitive 
advantage completely mediates marketing ability to financial performance. 
 
Bryla (2015) states that the authenticity felt from food products is closely related to 
its origin, expressed by time (history), place (localization), socialization (local 
people) and rawness of raw materials. Scale to measure the authenticity of food 
products includes the following dimensions: origin, naturalness, identity (relation to 
personality and consumer style) and uniqueness. On the demand side, growing 
consumer preferences are more attracted to regional food products with high quality 
and health attributes as well as their interest in food products that relate to a 
particular geographic region or come from a particular region. Therefore the 
proposed hypothesis is as follows : 
 
H4: The higher the regiocentric product advantage the higher the marketing 
performance. 
 
Based on the developed hypothesis and literature review the empirical research 
model is presented as shown in Figure 2. 
Figure 2. Empirical Research Model                                                                    
                                                  
                                                                                                                                                                                                    
                                                          H1                                   
                                       H2                                      H4                                               
                                                                                                                                                              
                                        
                                                         H3                                                          
                                                                                                                                                    
                                     
   Source: Developed for this study (2018). 
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       5.      Research Methodology 
 
The study used primary data obtained by interview based on questionnaires to a 
number of selected respondents. The research design used in is of descriptive type. 
Data collection was done by a survey method through a structured questionnaire 
with ten points scoring scale. Questionnaires were processed and analyzed by 
Structural Equation Modeling using AMOS 22. 
 
The research was conducted using the population of salted egg business 
entrepreneurs, 404 salted egg entrepreneurs in Brebes, Central Java Province, 
Indonesia (Hanfan, 2016). The number of samples used is 118 respondents, this 
number meets the minimum sample criteria recommended by Hair et al. (2010) 
stating that the sample size must be 5 times the number of indicators. This study the 
number of indicators is 15, then the number of samples used in this study is 5 x 15 = 
75 samples. By using a sample of 118 respondents, the requirement of the sample 
size has been fulfilled. 
 
The sampling technique is based on random sampling because sampling is 
performed on random members of the population regardless of the strata in the 
population. This is done because members of the population are considered 
homogeneous. The random sampling was obtained by drawing, using random 
numbers. Sampling is done in such a way that it will ensure that the selection of 
elements to be researched is based on objectivity, not subjectivity. 
 
The study used primary data obtained from questionnaires distributed directly to 
salted egg entrpreneurs in Brebes District, Central Java Province, Indonesia. Data 
collection is done through survey, which is done by asking the respondent. The 
survey method in this study was conducted using research instruments such as 
questionnaires with open questions consisting of items representing independent 
variables and dependent variables. The questionnaires were distributed to the 
respondents directly, so the respondent could provide the value and the short answer 
of the available open questions. The questionnaire was made by giving the answer 
value (1) strongly disagree to (10) strongly agree. 
 
5.1. Operational Measurements and Indicators 
 
The definition of each variable needs to be explained in a more operational size. 
Each variable has a very relevant meaning to the context of the variable in the 
research model. Explanations from various experts on meaning, antecedents and 
variable consequences are transfused in the core definition to sharpen the 
explanation of variables. A variable has been described in general about what to be 
studied but the measurement of these variables need to be concretized through 
operational measurement which then becomes a reflective indicator of the variables 
(Table 3). 
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Table 3. Operational Definition and Indicator 
Variables Operational definition Indicator 
Product 
Development 
Capability 
 
The company's ability to 
develop original products for 
companies and markets, old 
product improvements, new 
product and brand 
modifications through 
company-owned product 
development efforts. 
X1: Capability to make various flavors of salted 
egg. 
X2: Capability to modify the type of salted egg. 
X3: Capability to create an unsmiling odor on 
salted eggs. 
 
Regiosentric 
Product Image 
Capability 
 
Cpaability of companies to 
build public impression of 
regiocentric products in 
accordance with company 
expectations. 
X4: Capability to guarantee the quality of salted 
eggs. 
X5: Capability to maintain good reputation / 
prestige of salted eggs. 
X6: Capability to promote salted eggs. 
Customer 
Sensing 
Quality 
 
The degree of conformity of 
the company in reciprocal 
interaction with information 
seeking, customer 
assumptions and actions. 
X7: Monitoring the ups and downs of market 
demand. 
X8: Ability to adapt to changing market tastes. 
X9: Utilization of information from customers. 
 
Regiocentric 
Product 
Advantage 
 
Regiocentric product 
advantage is the superiority 
of the company's products in 
placing the product to the 
mind of the region-oriented 
prospect by using the 
uniqueness of the region, the 
uniqueness of the product and 
the irreplaceable product as 
the regional icon. 
X10: Superiority of salted eggs as regional icons. 
X11: A variety of unique salty egg taste. 
X12: The type of salted egg that is difficult to 
imitate. 
 
Marketing 
Performance 
 
The concept of measuring the 
impact of a company's 
strategy as a reflection of 
existing market activity 
includes increased sales 
volume, market share and 
profits. 
X13: Sales growth. 
X14: Sales volume. 
X15: Sales profit. 
 
Source: Developed for this study (2018). 
 
5.2. Variable Measurement 
 
Each variable is explained by some of the indicators that form the questionnaire. 
Each indicator is derived from theoretical explanations and empirical studies of 
previous research. With SPSS 16.0 and AMOS 22.0 software each indicator is also 
tested to the extent that its ability to explain the variables is a construct measurement 
consisting of the Cronbach α parameter test and the measurement model test seen 
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from the loading value of each construct factor with confirmatory factor analysis 
(CFA). The results of the overall construction test can be seen in Table 4. 
Table 4. Construct Validity 
Variable Loading Faktor 
Product Development Capability 
 
X1 = 0.803 
X2 = 0.821 
X3 = 0.760 
Regiosentric Product Image Capability 
 
X4 = 0.871 
X5 = 0.853 
X6 = 0.839 
Customer Sensing Quality 
 
X7 = 0.871 
X8 = 0.835 
X9 = 0.843 
Regiocentric Product Advantage 
 
X10 = 0.903 
X11 = 0.902 
X12 = 0.826 
Marketing Performance X13 = 0.866 
X14 = 0.821 
X15 = 0.763 
Source: Developed for this study (2018). 
 
Variable product development capability is measured by the indicator of ability to 
make various tastes of salted egg, ability to modify salted egg type, ability to create 
odor that is not fishy on salted egg with value factor of each factor equal to 0803, 
0.821 and  0.760 respectively. The regiocentric product imaging capability variable 
is measured by indicators of the ability to ensure the quality of salted eggs, the 
ability to maintain good reputation / salted egg prestige, the ability to promote salted 
eggs with loading factor values of 0.871, 0.853 and 0.839. Customer quality sensing 
variable is measured by monitoring indicators of the ups and downs of market 
demand, the ability to adapt to changing market tastes, utilization of information 
from customers with a value of loading factor of 0.871, 0.835 and 0.843. The 
variable of regiocentric product advantage is measured by the indicator of the 
superiority of salted eggs as regional icons, the unique taste of salted eggs, the hardy 
salted eggs with the loading factor values of 0.903, 0.902 and 0.826.  
 
Marketing performance variable is measured by sales growth indicator variables, 
sales volume, sales profit with loading factor value of each 0.866, 0.821 and 0.763. 
Each indicator has the power of explaining the variable / construct ideally because 
the loading factor is above 0.7 (Ghozali, 2011). Customer quality sensing variables 
are measured by monitoring indicators of the ups and downs of market demand, the 
ability to adapt to changing market tastes, utilization of information from customers 
with a value of loading factor of 0.871, 0.835 and 0.843. The variables of excellence 
of the regiocentric product were measured by the indicator of the superiority of 
salted eggs as regional icons, the unique taste of salted eggs, the hardy salted eggs 
with the loading factor values of 0.903, 0.902 and 0.826. Marketing performance 
variables are measured by sales growth indicator variables, sales volume and sales 
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profit with each loading factor value of 0.866, 0.821 and 0.763. Each indicator has 
the power of explaining the variable ideally because the loading factor is above 0.7 
(Ghozali, 2011). 
 
5.3. Full Model Test 
Here is a picture of the full test model in this study (Figure 3): 
Figure 3. Full Model Test 
 
 
Source: Primary data processed (2018). 
 
Table 5. Goodness of Fit Full Model 
Goodness of Fit Index Cut-Off Value Analysis Result Model 
Evalution 
Chi-Square 
CMIN/DF 
Probability 
RMSEA 
GFI 
Diharapkan kecil 
≤2.00 
≥0.05 
≤0.08 
≥0.90 
97.457 
1.174 
0.133 
0.039 
0.906 
Good 
Good 
Good 
Good 
Good 
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AGFI 
TLI 
CFI 
Hoelter’s 0,05 
Hoelter’s 0,01 
≥0.90 
≥0.95 
≥0.95 
≤127 
≤140 
0.864 
0.982 
0.986 
118 
118 
Marginal 
Good 
Good 
Good 
Good 
Source: Primary data processed (2018). 
 
The results of processing the full model test using AMOS 22.0 analysis tool obtained 
goodness of fit results as follows, namely the value of Chi-Square = 97.457; CMIN / 
DF = 1.174; probability = 0.133; RMSEA = 0.039; GFI = 0.906; AGFI = 0.864; TLI 
= 0.982; CFI = 0.986. Further statistics of the last goodness of fit is critical N 
developed by (Hoelter, 1983). The critical N analysis is intended to estimate the size 
of the sample size sufficient to produce a good fitted model. The model is said to be 
able to produce a goodness of fit if it has a sample below of the Hoelter value tested 
both with a probability of 0.05 and 0.01. Here are the results of N Hoelter's critical 
analysis 0.05 and Hoelter's 0.01, Hoelter's 0.05 = 127; Hoelter's 0.01 = 140 which all 
meet the fit criteria because the number of samples is below Hoelter's value as 
recommended (Ferdinand, 2014). Therefore, the results of the Table above show that 
the conformity test of this model produces a good level of acceptance. 
 
6. Testing Hypothesis and Conclusion 
 
The hypothesis proposed, tested using the AMOS 22.0 analysis tool is as follows : 
Table 6. Full Model Test Results 
Hubungan Variabel Estimat
e 
S.E. C.R P Hasil 
Hipotesis 
Regiocentric 
Product 
Advantage 
<-
- 
Product 
Developmen
t Capability 
0.419 0.139 3.004 0.003 
H1 Accepted 
Regiocentric 
Product 
Advantage 
<-
- 
Regiosentric 
Product 
Image 
Capability 
0.346 0.099 3.477 *** 
H2 Accepted 
Regiocentric 
Product 
Advantage 
<-
- 
Customer 
Sensing 
Quality 
0.299 0.105 2.845 0.004 
H3 Accepted 
Marketing 
Performance  
<-
- 
Regiocentric 
Product 
Advantage 
0.350 0.090 3.909 *** 
H4 Accepted 
       
 
Source: Primary data processed (2018). 
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Testing the hypothesis as listed in Table 6, it can be concluded that hypothesis 1 
shows significant results with the value of CR = 3.004 > 1.96 with probability = 
0.003, the probability of testing is eligible under 0.05. Thus H1 in this study is 
accepted. Testing hypothesis 2 showed significant result with value of CR = 3.477 > 
1.96 with probability = 0.000; the probability of testing qualifies value below 0.05.   
Therefore H2 is also accepted in this study. Testing hypothesis 3 shows significant 
results with CR = 2.845 > 1.96 with probability = 0.004, the probability of testing is 
eligible under 0.05. H3 in this study is accepted. Testing hypothesis 4 shows 
significant results with value CR = 3.909 > 1.96 with probability = 0,000 the 
probability of testing is eligible under 0.05 so H4 is also accepted. 
 
7. Managerial and Theoretical Implication, Limitation and Future Research 
 
The managerial implications generated in this study are the following: the ability of 
salted egg companies to make the taste of products less salty should be maintained 
as it is the first step towards healthy food; developing salty egg products that taste 
less salty, Brebes salted eggs can be healthier food.  The company's ability to create 
low moisture content in its products is maintained so that the product can last much 
longer and in creating a stinky odor on its products should still be improved, in order 
for consumers to continue to like the product. The company must also be able to 
develop a variety of flavors of its products, so that consumers have a great selection 
of flavors to the company's products. The company's ability to modify its product 
type should also be improved, so that consumers have many choices for the 
company's product range.   
 
The ability of the company to ensure product quality, improve the image / 
impression of the taste of the product, introduce the product, maintain the good name 
/ product prestige, add product attractiveness and adjust the customer's taste change 
should be increased. So that consumers always believe, feel, have the desire to buy, 
feel proud to buy and consumers are more interesting in company's products. The 
company's ability to utilize information to find out customer wishes, accommodate 
customer complaints, observe product prices and monitor product demand should be 
increased so as to know the tastes desired by customers, identify customer 
complaints, improve product quality, know the price of products from competitors 
and companies can meet market demand. The salted egg company must survive in 
making its distinctive products of color, texture and smell, create products with 
different flavors, create products with unique tastes, create products that are hard to 
imitate, to keep consumers happy and loyal to the company's products. Companies 
should also be more vigorous to develop superior products as regional icons, so that 
the product will be sought and purchased by consumers because of its product 
superiority as a regional icon. Thus Brebes salted eggs become top of mind, 
embedded more deeply in the minds of consumers to become a generic brand of 
salted egg products.  
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The company must maintain the value of product sales, in order to keep the 
company's marketing performance up. The company must also maintain sales 
growth, in order to keep the company's marketing performance up. Then the 
company must increase its sales profits, so that its marketing performance is still 
increasing. The company must also increase its sales volume, in order to improve its 
marketing performance. Then the company should use other strategies as an effort to 
improve marketing performance, for example through means of promotion through 
social media such as facebook, twitter, WhatsApp, instagram and through sales on 
line. Although the findings of this study indicate that marketing performance has 
increased, it is important for related institutions such as the Industry and Trade 
Office of Brebes, Cooperatives and SMEs of Brebes District, Brebes District Health 
Office and Integrated Licensing Service Office of Brebes Regency to encourage the 
salted egg industry through mapping activities industrial growth, socialization of 
regulations related to SMEs and encourage the establishment of more industrial 
clusters. The findings of this study also recommend the related institutions for the 
facilitation of salted egg companies in increasing the sales of their products, for 
example by meperbanyak exhibition of excellent products exhibition on the regional 
scope and exhibition on the national scope. 
Theoretical implications provide an overview of the references used in this study, 
whether they will be the reference to problems, modeling, results and prior research 
agenda. Theoretical implications are a reflection of every study. From the analysis of 
the full model the theoretical implication received is that when a company has an 
aim to improve marketing performance the company needs to consider how to 
improve the superiority of the regiocentric product. The superiority of regiocentric 
products is supported by product development capability, regiocentric product 
imaging capability and customer sensing quality. 
 
The findings of this study have limitations related to results and processes in 
conducting research in the full model test. There is a criterion whose value is still 
marginal i.e., AGFI value of 0.864, because it is required to be less than or equal to 
0.90. The number of samples in this study used 118 respondents. Although the 
number of samples has been deemed to qualify the minimum sample size in the 
SEM test, in future studies the number of samples should be coupled with the aim of 
improving the generalization of the results. The place of this research is conducted 
only in one regiocentric product producing region that is in Brebes Regency, Central 
Java Province as producer of salted egg. In a future research can add another 
regiocentric product producing region, for example Semarang City as a regiosentric 
product of milkfish presto, lumpia or wingko tripe. Thus, can improve the 
generalization of research results.  
 
Based on the limitations of this research, there are several future research topics that 
can be considered by introducing variables that consider innovation of 
environmentally friendly products such as corporate branding variables. 
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